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Decision No. LN g , ' @%\ﬁ\ﬁw |
'BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNTA =

In the Matter of the Application of
' SOUTEETN CALIFORNIA GAS COMPANY, a .
corporation, for an order-authorizing
it o issue and sell two hundred
fifty-six thousand eight hundred .
(256,800) shares a%t par aggregating
Six Million Four Hundred Twenty
chousand Dollars ($6,420,000) of
Common Stock under the provisions of
Section 52 of the Public Utilities
TACT. R o

Aoplication
No. 30813

\
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I.. £. Bewnolds, for applicant; Boger Arncbergh,
Assistant City Attorney, K. Chorles Bean, Chief
Engineer and General Manager, aad . M. Chubb,
Assistent Chief Engineer, Board of Public =
Utilitlies and Transportation, for the City of ,
Los Mngeles, interested party; Clarence A. Winder,
Consulting Enginecer, ond Roger Arnebergh, special
counsel for Beverly Hills, Burbank, El Segundo,
Gardena, Glendale, Inglewood, Manhattan Beach,
Monterey Park, Pasadena, San Fernando,' San Mzrino,
Southgate and South Pasadena, interested parties.

HULS, Commissioner

grImION

This is an application by Southern Qalif5&pia Gas'Cqmpany S
for permission to isSue'and se11 256,8dO additional‘éharés of'commcﬁ;
'St0ck_of the par valué o£'$25feach, and use the"prgcegds-quﬁayfga;J‘
debtedness daé Pacific'Lighting COfpofakion. It is'proposedﬁfb, o
offer the sﬁarés of stéckﬂatffhe‘price of $25 per pharé_tofPaéifié'_f
Ligﬁﬁing Corpbp;ti¢n,owne§of all,of'applicantfs'outsténdihg-cdﬁmqh

| Southern Califorﬁia'eas CompaﬁY_is alcorquatién 6;ganiz§d] -

“and existing under and by viftué of ﬁhe‘lﬁﬁs of the’S:ate-éfQ' M L
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California, and 4s engaged in the ‘business of pﬁrchasing,‘distri4I7' :
buting gnd selling naturcl gas as. a public utllity in the southern |
fportion of the State of Callfornia.. —

As of Novcmber 30, 1949, applicant rcports acscts dnd
l;abmlitmce as follows: ‘ﬂ_._"c | . - S

. Assets . , : .
' Ges plant. - o $236 121,451 3

Investment and fund accounts - ' o 284,497 68*m7"°"

Current and acerued assets: g L
Cash and: deposxtg : L $6 717, 659 15
‘Recelvadles ‘ ' ,465 036.28 ‘
Materials =2nd. supplies o  3,493,360.15 -
Prepayments. - 290,652 39w
Other currenz and acerued: assets | .
Total current and acerued assets o 16 135,892 55_
Deferred debits ‘ ‘ - 119,668.32

ACapital stock dlscount and expenue | : __;4522;;22_453'"
| | | Total assets $254,258,645. 34"

Liabilitios and Cap;_g;

 Common capital stodk S l $ 46,080, OOO OO&'

Preferred capital stock - ' : 22 287 350 OOC -

Premiums. and assessments on cap;tal | | -
- stock ' _ 2 400 OOO OOyj
Bonds. . . ‘ - : 57 148 OOO OO; ,
Current and accrued ligbilities. : , A ‘
Accounts payable : q4,213. §22.07

Payable to associated companies 8,83),347.11
Customers!’ deposits o 329 162.40
Taxes acerued . =~ - o 8 995,667 L6
Interest acerued C 247, 053 26ﬁ '
Other current and” accrued ,

- liabilities - ' 232,140.22

Total current and acerued .
liabilities . ' ' 23 647,192 52
Tnamortized premium on debt ' ' ‘ 847 877.322
Customers’ advances. for construc‘cion , l 310,158 93

Other deferred credits. ) 103,266.16.

Reserve for dcprcciation of gas plant 81, 467 L4165

" Other reserves. 5,033,659 53
. Contributions in aid of construction , _ 2 997,289.78

Eamed f'urplu* o | ' | | _ .,226_,.399__41

. Totel liublliﬁiCq and
- capital




‘ »A.BOIVSJ‘.B' m.

Under its liabilities applzc...n cﬁéwsl'.%S‘ 83vl 347 ll“'pc'.y-‘ .
able to associated compunzes. It is of record that: substhntiglly |
211 of that amount is due 1=x.<'::x.1"r < ..,:Lghting Corporc.tion and thg.t 'by ‘
Januh*y 1, 1950, appllcant will, owe. Paciflc nghtxng Corporation N
avout §12,000, 000. | |

In B:dv.‘ibit 2 applicant reports its es‘cimated 'gross ex-
penditures for additions and bcttemmts dur:.ng 1950 at ‘%26 8’75 OOO,

‘segregoted as. follow.,.l

P.U.C.
Account : o o L
Number — Descrintion : Amount
TANGIRLE FIXED CAPITAL
ITronsmiscion Capital : o '
351 Land ' o . $ 130,000 .
352 Structures. o ' . 169 Q00 -
| %?2 Comamessor § : B9 £ L f,éé?,é?g"
' ompressor Station Equipmen : < | i
~ Total - ' n LMM&Q
Distribution ngita; o . .
357 Lamd. - . S 3; 10 ooo
358 S'bructures\ ' . R 848,1;'40
259  Maims - | | S/ 129,500
360, ¢ St¢tion Equipment ‘ ‘ s 323,540
361  Services ' : B 4,872 000"
362 Mcters and Regulators | - Lo ,454,000
363 Meter Assembdly Installations : ', 396,000
368  OQther Equ:.pment T : \ , 36, 600
Total | | ' - : : Q70 O.-;‘-- :
General Capital : S e
370  Land . SRR - ‘ 8 '43',:5oo~;_ »
371 Structures “ 69,500
272 Office Furmiture and Bqun.pmcnt ‘ _ 93,375
373 Transportation Equipment . SR 566 750 .
374 Stores Equipment . . ' o 41 825
375. Shop -Equipment S 57, 665 .
376 Laboratory Equipment . B A. 200"
377 - Construction Eguipment and ‘I‘ools , : 191,'725

379 Misccllameous Equipment | SR
o Tl B BN e s o
| Total. B..se Cost B L | ﬁ 3 935 000

General Con..truction Cost.; : 6.2, '780 ooo'_
Interest During Constmc‘cion : I II0,0QQ N

Total Gross Additions E gs, 8'75 ooo o

.
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Tho tootimony shows tnet in addition to the éé 420 OOO
which applicant now deSires to obtain through the issuc of 256 800~

shares of common stock, opplicant’e Cupitel needs during 1950 nggre-
gate & 2, 875 OOO, ocgregntcd as follows.

| Gross capital additions,’iesO- . $26,875,000

E-timated anount compnny'will OWO on. R
.ahort-term borrowingo, January L, 1950 6,000,000

Total o ggé;87§;ooOy
To nmeet its obligntions, applicant proposc* to obtcin
| ‘und° from the following oourcc

‘sale of bonds . . 820,000,000
Sale of common stock . 5 OOO 000
Depreciation reserve - - ' 400 000

. Eanned surplue S , R 475,000
- ‘ Total o ﬁé@;&iﬁiQQQ

P

No one qneStionodiapplicant?s nccd for additionnlfoapitali

Thore is incorporated into the rcco“d in this applicntion |
by *efcrcnce, certain tcstimony offcred in- Application No. J0299;
te procoeding. A witness for applicant in that applicotion teoti-
’ied that if appliccnt’e earnings on common stock ranged frcm $3 50 5
3 75 a share and if it continued to pay dividcnds‘at $2. 40 a
horc, tbe stock" would havo a market valuc of $40 a oharc. On this
basis a purchascr would receive 67 on his investmcnt. Counsel for

tae Citlev ‘cnkcc tho pos ition that through the issue of bonds rather

than stock thc cost of capital will be less, and that the continued o

paynont of annnal dividends of $2.40 & chare 15 not werrantcd 15 fhe ,"
oha*cs are issued at $25 The hea *ings on Application’ No. 30299 havc
‘not boen concludcd. Applicant’° actual ecarnings wnder tnc ratcs |

: leCd in thnt proceeding,nnd thc form of applicant's ogpitilization
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will cetermine the amount of its earnings per share‘on common stock.

Applicant hes finc 1ced tho cost of its properties in
general thréugh the issue of firut nortgage bonds, preferred mné
common stock, and the use of moneys evidenced by depreciction
aceruels and carned surplus. It is,its practice to meet its capital
requireﬁents temporarily in port with advances from‘Pacific‘Ligﬁting.-
Co?poratiﬁn; and thereafter to repay'such adeﬁces through pérmanth:
‘findhcing. In this applicatibn it reports, as indicated above, thétj
in addition to the presently proposed issue'of‘$6,42o,obo of‘commdnl
stock it will de cailéd‘upon during 1950 to issue $2o,ooq;ooo 6f"‘
bonds -and SS,OO0,000.bf'stocF to provide funds“for plﬁnt additions
and payment of indcbtedness. Thc following tabulation shows. «ppli—
cmnt’¢ capxthl ratxos as of Novcmbcr 30, 1949, and pro forma ratios
under the_asgumptiong indicated:

Comon

' Prcfcrred Stock .
_ Bonds Stock . Eaquity
November 20, 1949 4L.16 16.05 L2.79
Pro Forma including proposed : o
security issues through 1950 : - .
L. $31 420,000 bonds ' 52.02 13.09 34.89
2. 20 000,000 bonds; wll,AZO;OOO \ o '
common stock | : 45.31 13.09 4l.60
~ common stock _ L8.24 13.09 38.67

It isvadvaﬁtageous for a utility to meet its capital :e;'
quircments through the dssue of those types ahd:classeS;of‘securities
which will:provide fgnds most cconomically, ﬁaving regaf&, hdwevers
to the maintenance‘of‘~ balanced ond clastic‘cdpitél structure lodk—
ing to thc ong-rznge effect on the utility and itu COns umers rgthcr
thaﬁ'to-the immodiate future.. It is to thc 1ntcrcst of thc con- s

sumers. that a utilzty‘ma;ntuin its capitalization S0 as to as ure
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thet added capital will bé available in the future on favorable
terms to meet the continmwing demand for service. The testimohy in
this proceeding shoﬁs that fuﬁdé are now availablc to‘applicant
through the iSsue of common ‘stock, and it appéars to ne thaf5appii-‘
~cant should avail itsclf of such funds. If present bond market
conditions prevail, the $25,000 000 a2dditicnzl financing proposed

- by applicant during 1950 should be evmdenccd by bonds."

In Exhibit 6 und Exhlbit 7 in the pre ent proceeding,
applicant reports the book- valae of its sharcs of ¢ommen stock,
including those proposed to be issued, at $31.35 each and the
liquidation value, aééuming the present surplus-is distributéd‘to 
the stockholders, at $25.37 a share. The company, of coura-, is‘not
in process of nor faccc with liquidction and the lattcr calevlation
is without merit in this procceding. The recordcd book vuluc of
$31.35 isrbaséd on applicint's book figures ds they appear in its
balance sheet.r'The order herein will authorize'applicant.to issue
and sell, at par, to the holder of its common stock, said 256r800
shareé of common stock. However, in making this order the Commis-
sion dOSLrCo to pl«cc the company upon notice that it will not
regard thc dividends aid on its common stoek as dctermining or
vflxinb the rate of return which the company should be allowcd to

carn, or as rcpre enting the- COat of noney obtuzncd through the

i*suo of thc common stodk.

I recommend the following form of order.

QEQEB

Southern Californiz Gas COmpuny having “pplied to thc

Commicsion for an order auﬁho*iz;ng 1t to issuc 256 800 shares of'

-6
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common stock of the aggregate par value of $6,420,000; and the
Cormission hoving considered the evidence submitted at the hearing
had{on.this abplication and bveing of the opinion that the money, o
prOperty or lador to be procured or paid for through the issue and
°ule of said sharcs of common stock is rcauonably rccuired by
Southern Californiz Gas Company for the purposes nerein stated,

which purposes arc not, in whole or in part,-réasonably‘dhargeabié

ke operdting expenses or to income; therefore,
IT IS HEREBY ORDERED as follows:

1. Southemn Califdrnia Gas Comﬁany; after the effective
ste hercof and on or before March 1, 1950, may issue and sell to
the hoidc: of its common stock, at not less than.their par value,
256,800 shares of its common c¢capital stock of‘the‘aggrcgate p:r value
of 6,420,000, said shares of sto#k to be offercd to seid nolder of
ccmmonTsfock pursﬁant:to the preemptive rights contained iﬁ”appli—

cant's articles of incorporation.

2. Southern California Gas Company shall use thc procecds
received from the issue and sale of said shares of common °tock to

P2y in part its indcbtcdnces due Pacific Lighting Corporution.

3. Swuthexn,California Gas Company shell file with the
Commission, on or before April 1, 1950, = report showing the name
of the purchaser of safld 256,800 shareé of stock, or any part{thgre-.
of, the consideration received for the shares of stoék issued and

sold, and the purpdses for which it expended the procceds.

4. The authority herein granted is effective upon the

date hercof.




- The foregc\ing Opinien md Order are h.creby approved and

ordered £iled as the Opinion and Order of the Public Utilitic.., Com- |
micsion of the State of Califomia.

Duted 2t Sen Francisco, California, this _A% day
of Jamaary, 1950




